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II 	 Exempt Hospitals. Exempt Hospital Outpatient payment percent will be setas 
follows and will include: 
A New Medicaid providers which do not have a fourth, fifth and sixth prior year 

cost report. 

1. 	 Interim payment percentage. An interim outpatient payment percentage 
for new Medicaid hospital providers will be set at seventy-five percent 
(75%) for thefirst three state fiscal years in which the hospital operates. 
The cost reports for these years will have a cost settlement calculated in 
accordance with Attachment 4.19B Appendix A. 

2. 	 Outpatient percentage. The outpatient payment percentage for the fourth 
and fifth year in which the hospital operates will be based on theoverall 
Medicaid cost-to-charge ratio from its fourth prior year cost report. 

B 	 Hospitals who qualify as nominal charge providers under 42 CFR 413.13(f) or 
meet the definition of nominal charge provider in subsection 1V.D shall be 
reimbursed on aninterim basis by Medicaid at the lesser of seventy-five 
percent (75%) of usual and customary charges as billed by the provider for 
covered services or one hundred percent (100%) of the facility’s Medicaid
allowable outpatient cost-to-charge ratio as determined from the most recent 
desk-reviewed cost report. Reimbursement at the applicable percentage 
shall be effective July 1 of each SFY for all providers. 

C 	 A hospital which had a change in ownership or merged its operation with 
another hospital between January 1, 1997 and June 30, 2002, and does not 
have a 1997 cost report filed by new owner, shall have the option to delay its 
entry into prospective outpatient payment methodology or enter the 
prospective outpatient payment methodology identified in subsection I.A. of 
this regulation. The hospital must notify the Division of its decision by 
March 3, 2003. A hospital which chooses to delay its entry into the 
prospective outpatient payment methodology will receive an outpatient 
payment percentage effective July 1, 2002 in accordance with section II.C.l., 
and will have final settlements calculated in accordance with 
Attachment 4.19B Appendix A. The transfer to the prospective outpatient 
payment percentage will occur as follows: 

1. 	 A hospital which does not have a fourth prior year cost report (for SFY 
2003 cost report would be 1999) filed by new owner ,willhave its 
retrospective outpatient payment percentage based on the overall 
outpatient cost-to- charge ratio from the mostcurrent desk reviewed cost 
report, either prior or current owner. All cost reports for prior and current 
owner ending in the SFY prior to theyear the new owner receives a 
prospective outpatient payment percentage in accordance with 
paragraph ll.C.2., will have a final settlement calculated in accordance 
with Attachment 4:19B Appendix A, and; 
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2. 	 A hospital which has a fourth prior year cost report filed by current 
owner will have its prospective outpatient payment percentage based 
on the overall outpatient cost-to-charge ratio from its fourth prior year 
cost report for the fourth and fifth SFY after the change in ownership or 
merger which occurred prior to July 1, 2002. For the sixth SFY the 
hospital's rate will be established in accordance with subsection I.A. of 
this regulation. 

cost reports usedfor 
Prospective rate 

1999 

NIA No 2004 Yes 1998, 1999 & 2000 

NIA No 2005 Yes 1999,2000 & 2001 

D 	 A hospital that has failed to file one of the cost reports used to determine 
their prospective outpatient paymet$ percentage for the year, whether it be 
the fourth (4 ), fifth (5 ), or sixth (6 ) prior year cost report, will have their 
prospective outpatient payment percentage based on the two cost reports
that are on file with the Division plus the average of those two cost reports to 
be used in place of the missing sost report. For example, if the Division 
does not have onfile a fourth (4 ) prior year cost report but ha8 the fifth (5th) 
an$ sixth (6 ) prior year cost reports, an average of the fifth (5 ) axd sixth 
(6 ) prior year cost reports would be used in place ofhthefourth (4 prior 
year cost report. This average along with the fifth (5 ) and sixth (6 ) prior 
year cost reports would then be used to calculate the prospective outpatient 
payment percentage. 

Ill 	 Closed facilities. Hospitals which closed after January 1, 1999 but before July 2, 
2002 will have final settlements for cost reports ending during this time period 
calculated in accordance with Attachment 4.19B Appendix A. 
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IV Definitions 

A 	 Base cost report. Desk-reviewed Medicare/Medicaid cost report. When a 
facility has more than one (1) cost report with periods ending in the fourth 
prior calendar year, the cost report covering s full twelve (12)-month period 
will be used. If none of the cost reports cover a full twelve (12) months, the 
cost report with the latest period will be used. If a hospital's base cost report 
is less than or greater than a twelve (12)-month period, the data shall be 
adjusted, based on the number of months reflected in thebase cost report to 
a twelve (12)-month period. 

B 	 Cost report. A cost report details, for purposes of both Medicare and 
Medicaid reimbursement, the cost of rendering covered services for the 
fiscal reporting period. The Medicare/Medicaid Uniform Cost Report 
contains the form utilized in filing the cost report. 

C Effective date. 
1. The plan effective date shall be July 1, 2002. 
2. 	 New prospective outpatient payment percentages will be effective 

July 1 of each SFY. 

D 	 Nominal charge provider. A nominal charge provider is determined from the 
fourth (4th)prior year desk reviewed cost report. The hospital must meet the 
following criteria: 
1. 	 An acute care hospital with an unsponsored care ratio of at least 

sixty-five percent (65%) and is licensed for fifty (50) inpatient beds or 
more and has an occupancy rate of more than fo'rty percent (40%). 
The unsponsored care ratio is determined as thesum of bad debts 
and charity care divided by total net revenue. The hospital must meet 
one of the federally mandated Disproportionate Share qualifications; 
or 

2. 	 The hospital is a public hospital operated by the Department of 
Mental Health primarily for thecare and treatment of mental 
disorders. 

State Plan TN# 04-06 Effective Date: 07/01/04 
Supersedes TN# 02-26 Approval Date: SEP 2 0 2104 

-,. .-


